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How to Build Credit Rating Systems Fitting with New Basel Accord

for Commercial Banks
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This paper uses the logistic regression model to build credit rating models and estimates default
probabilities of listed companies of three main industries (including service, the traditional and the
electronic) in Taiwan. The empirical results show that different industries have different credit rating
models.

This paper uses the validation techniques which are Kolmogorov-Smironov (K-S) test, Receiver
Operating Characteristic (ROC), Cumulative Accuracy Profile (CAP), Gini Coefficient, Binomial Test,
and Condition Information Entropy Ratios (CIER) to evaluate the discriminative power of credit rating

models. The results show that the performance of electronic industry's credit rating model is the best.
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